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International 
Cable  Communication 


(The  foUowing  extracts  are  taken  from  the  stenographic  re- 
port of  a  hearing  held  by  a  sub-Committee  of  the  Committee  on 
Interstate  Commerce  of  the  United  States  Senate,  at  Washing- 
ton, D.  C,  January  lo,  1921 :) 

STATEMENT  OF  CLARENCE  H.  MACKAY, 
PRESroENT,  COMMERCIAL  CABLE-POSTAL 
TELEGRAPH  SYSTEM,  NEW  YORK. 

The  Chairman  (Senator  Kellogg) :  Mr.  Madcay,  this  hear- 
ing is  primarily  upon  the  bill  introduced  by  me,  granting  power 
to  the  State  Depsutment,  or  conferring  power  to  grant  or  with- 
hold landing  licenses.  The  sub-committee  has  not  made  up  its 
mind  to  confer  that  power  on  the  State  Department,  but  the 
whole  subject  is  before  the  Committee  for  consideration,  and,  in 
connection  with  that,  the  Committee  wishes  your  views,  not  only 
on  the  particular  bill,  but  on  the  general  cable  situation,  including 
extmsions  of  cables,  and  the  question  of  the  German  caUes  which 
were  cut  and  transferred  to  British  territory,  or  turned  over  to 
the  Japanese  Government,  and  I  think  it  would  be  the  best  way 
to  let  you  make  your  statement  widuxit  interrcqytion  and  then  ask 
you  questions  afterwards. 

Mr.  Mackay:   Thank  you,  Mr.  Chairman. 

In  response  to  your  wish  that  I  present  the  views  of  my  com- 
pany in  regard  to  the  all  important  question  of  permits  for  land- 
ing cables  in  the  United  States,  and  such  other  information  as 
may  be  of  use  to  your  Committee  in  furthering  the  interests  of 
the  United  States  in  cable  communications,  in  the  first  place  let 
me  say  that  I  fully  endorse  the  efforts  which  are  being  made  by 
your  Committee,  to  establish  a  definite  policy  in  relation  to  cable 
communications,  with  a  view  to  developing  this  important  means 
of  rapidly  transacting  business  with  foreign  markets,  as  far  as 
possible  under  the  independent  control  of  American  interests.  I 
beg  to  assure  you  on  behalf  of  the  companies  I  represent,  of 
our  unqualified  support  and  co-operation  in  such  a  policy,  and 
anytiiing  I  can  do  to  ccmtribute  towards  its  realizattcm  will  be 
done  as  a  matter  of  national  interest  and  pride. 

America's  Position  in  Cable  Communication 

Perhaps  it  might  be  interesting  in  the  consideration  of  the  whole 
situation  to  refer  very  briefly  to  the  history  of  submarine  cable 
telegraphy  from  a  manufacturing  and  a  transmission  standpoint 

and  to  consider  the  status  of  the  United  States  in  this  tc^tA. 


Cable  manufacture  and  coauntuiicatioa  had  its  birth  in  England 

and  from  the  time  that  the  first  cable  was  laid  across  the  English 
Channel  in  185 1»  followed  by  further  extensions,  England  was 
first  to  grasp  the  importance  of  cable  o>mnninication.  She  quickly 
recognized  the  strategic  and  trade  value  of  linking  up  by  cables 
the  mother  omntry  with  her  possessicMis  and  colonies  in  all  parts 
of  the  world.  It  was  an  absoltue  necessity  in  binding  up  her  vast 
and  widely  scattered  Empire.  You  will  recall  that  the  first  trans- 
atlantic cable  was  laid  in  1858,  followed  by  those  of  1865  and 
1866,  and  although  conceived  and  carried  out  by  that  enterprising 
American,  Mr.  Cyrus  W.  Fidd,  the  capital  was  principally  found 
in  England  (where  the  enterprise  received  its  greatest  support) 
and  the  cables  were  made  in  England  and  laid  in  the  name  of  an 
Ei^lish  company.  In  spite  of  this  early  advantage  in  cable  com- 
munication gained  by  England,  it  is  a  noteworthy  fact  that  Amer- 
ican OMEiqMmks  have  made  very  rapid  progress  in  the  devdopment 
of  American-owned  cables.  The  first  American-owned  transat- 
lantic cables  were  laid  by  Mr.  Jay  Gould  in  1881  in  the  name  of  the 
American  CaUe  and  Tdegraj^  Company  and  subsequently  came 
under  the  control  of  the  Western  Union  Telegraph  Company 
through  a  long-term  lease.  These  were  followed  by  cables  laid 
in  1884  by  my  father,  Mr.  John  W.  Mackay  and  Mr.  James  Gor- 
don Bennett,  in  the  name  of  the  Commercial  Cable  Company,  and 
about  this  time  the  All  America  Company  was  extendh^  to 
Mexico,  Central  and  South  America.  The  total  cable  mileage 
owned  or  controlled  by  American  companies  today  is  70,943; 
British  companies  own  or  control  128,976  miles,  and  23,855  miles 
are  owned  and  controlled  by  companies  of  all  other  nationalities. 
All  of  the  cables  operating  between  the  United  States  and  Eng- 
land are  controlled  by  American  companies.  It  will  thus  be  seen 
that  American  interests  own  and  ccmtrol  no  small  amount  of  the 
worid's  total  length  of  privatdy  owned  cables,  and  I  think  that  the 
enterprise  of  the  American  companies  in  laying  such  a  great  mile- 
age of  cables  without  financial  support  or  guarantee  from  the 
Government  is  to  be  commended  and  it  might  be  pointed  out  here 
that  this  system  of  American  caUes  was  devdoped  by  keen 
gressive  competition  between  the  American  companies,  backed  in 
great  measure  by  American  capital.  Some  of  the  English  cables 
were  laid  under  the  inducement  of  large  subsidies  and  guarantees. 
Amnican  cable  companies  on  the  other  hand  have  built  up  thdr 
large  systems  without  subsidies  or  guarantees  of  any  kind,  and 
^  American  Government  and  public  may  rely  upon  the  Amer- 
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ican  cable  companies  keq>ing  well  in  advance  of  the  expansion  of 
American  trade  with  fordgn  countries  and  will  increase  tiidr 

fadlities  as  rapidly  as  conditions  require.  To  accomplish  this, 
however,  it  is  inqKMrtant  that  the  American  Government  support 
them  vigorously  in  securing  equitable  and  similar  privileges  in 
Europe  and  elsewhere  as  foreign  companies  are  granted  in  this 
country.  On  behalf  of  the  companies  I  represent  I  only  ask  to  be 
given  a  fair  fidd  and  no  favors. 

Comii^  now  to  cable  manufacture.  In  Ae  inc^tion  of  sub- 
marine cables,  British  cable  manufacturers  built  large  plants  de- 
voted to  the  manufacture  of  long  submarine  cables,  namdy.  The 
Tdegraph  Construction  and  Maintenance  Company  of  London, 
The  India  Rubber  Gutta  Percha  and  Telegraph  Works  Company 
of  Silvertown,  London ;  and  Siemens  Brothers  and  Company  of 
London.  They  acquired  spedal  skill  and  experience  in  ^  man- 
ufacture and  laying  of  cables  which  assiured  purchasers  of  the 
security  of  thdr  investment  This  is  one  reason  why  Great  Britain 
is  the  centre  of  the  submarine  cable  manufacturing  industry.  If 
any  American  manufacturer  of  cables  could  produce  a  perfectly 
rdiable  deep-sea  cable  at  a'price  to  onnpete  with  for^[n  manu- 
facture IMlHcan  owners  of  cables  would  of  course  prefer  to 
buy  thdr  cables  here  instead  of  abroad.  The  British  manufac- 
turers have  had  a  monopoly  of  cable  manufacture  because  tiiey 
have  built  cables  from  the  early  days  of  cable  communication. 
They  have  the  plants  and  the  experience  required  to  assure  the 
successful  manufacture  of  cables.  Atlantic  cables  require  Guttft 
Percha  insulation.  The  market  for  this  material  is  very  limited; 
the  greater  part  of  it  comes  from  the  Malay  Archipelago.  It 
mu^  be  of  fhe  most  refined  quality,  free  from  any  impurities. 
When  used  in  its  purified  condition,  it  is  considered  to  be  prac- 
tically indestructible  so  long  as  it  is  submerged  in  water  of  cool 
temperatures.  I  am  inform^  that  the  greater  part  of  American 
manufacturers  make  India  Rubber  cables.  These  are  all  right  in 
tropical  waters  of  lesser  dq>ths.  The  Ala^  cables  of  the  United 
States  Government  were  made  in  the  United  States  of  india  rub- 
ber insulation.  My  understanding  is  that  they  have  not  proved 
entirely  satisf  actory«  They  would  iu>t  have  met  transatlantic  re- 
quirements. No  one  but  a  Government  could  afford  to  experi- 
ment with  such  cables  and  no  private  company  would  be  satisfied 
with  the  results.  The  ccmstruction  and  insulation  of  long  cables 
must  be  perfect  to  assure  success.  The  slightest  imperfection  in 
manufacture  or  impurity  in  materials  will  impair  or  destroy  com- 
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mumcatioii  and  mean  costly  repairs.  If  aa  air  bubble  should  be 

left  in  the  gutta  percha  insulation  in  the  process  of  manufacture 
it  will  break  down  under  the  great  pressure  in  ocean  depths^  this 
pressure  very  aftm  exceeding  two  tons  to  the  square  inch. 

Concerning  conditions  under  which  we  are  allowed  to  land  and 
G^wrate  our  cables  in  foreign  countries.   England  in  the  past  has 
been  reasonable  in  her  requirements  for  landin^^  cables  €«i  her 
shores,  but  of  late  is  adopting  a  more  restricted  policy  such  as 
limiting  the  duration  of  the  landing  rights  to  five  years  and  de- 
nuuMSi^f  ccmtrol  over  international  rates.  France  and  Germany 
(and  I  presume  other  Continental  countries  take  the  same  attitude) 
have  reserved  with  great  jealousy  their  rights  to  absolute  control 
of  telegraph  and  cable  operations  within  the  boundari^  of  their 
own  countries,  and  will  not  allow  any  private  company  to  open 
public  offices  to  deal  directly  with  the  public  and  control  transmis- 
sions from  origin  to  destination.  The  fact  is  that  France  and  Ger- 
many have  regarded  the  cables  of  their  own  subsidized  companies 
as  part  of  their  governmental  communication  systems,  and  have  not 
encouraged  private  companies  to  land  and  operate  cables  on  tfidr 
shores.  The  conditions  they  impose  have  the  effect  of  stripping 
Anwrican  companies  of  any  advants^s  which  private  enterprise 
may  have  over  Government  operated  systems.   I  submit  that  this 
is  not  conducive,  hut  on  the  contrary  is  obstructive,  to  the  free  de- 
vdopnmt  of  cable  communicaticm  facilities  between  this  coimtry 
and  such  countries,  because,  speaking  for  my  company,  we  cannot 
regard  with  satisfaction  concUtions  which  confine  us  to  the  mere 
physical  landing  of  a  cable,  and  compel  us  to  rely  upon  the  gov- 
ernment telegraph  system  to  perform  the  inland  operations,  and 
to  deal  with  the  puUic  in  the  collection  and  delivery  of  messages. 
I  should  therefore  say  that  one  of  the  fundamental  principles 
that  each  country  signatory  to  any  convention  for  the  development 
of  cable  €oramtmicati<m  should  agree  to  is  not  only  the  right  of 
any  bona  fide  cable  company  to  land  its  cables,  but  also  the  right 
of  operating  the  same  and  of  opening  offices  in  such  countries  for 
the  handling  of  cable  business  wherever  they  consider  it  would 
be  of  public  interest  to  do  so,  such  as  is  allowed  in  Great  Britain. 
The  result  would  mean  improved  service,  including  the  very  im- 
portant factor  of  quickly  tracing  errors  and  correcting  them,  thus 
giving  tmquestionably  a  far  more  reliable  and  effective  service* 

Legislation  to  Control  Landing  Permits 
This  brings  me  to  the  important  point  of  securing  governmental 
encouragement ;  not  the  encouragement  of  subsidized  or  guaran- 
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teed  investment  as  is  or  has  been  given  by  foreign  gov«mnients» 
but  the  encour^ement  of  giving  energetic  and  fully  co-operative 
assistance  to  the  cable  companies  in  securing  reasonable  permits 
to  do  business  in  foreign  countries.  I  understand  that  the  Com-* 
munications  Conference,  recently  held  in  Washington,  among 
other  things  considered  the  very  important  question  of  establish- 
ing a  standard  form  of  landing  permit,  and  while  I  realize  the 
difficulty  of  amalgamating  in  one  form  all  of  the  various  condi- 
tions which  may  be  applicable  in  one  country,  but  not  in  another, 
it  would  indeed  be  a  great  progressive  step  towards  obtaining 
prompt  action,  if  certain  fundamental  principles  could  be  agreed 
to  by  treaty,  and  these  principles  should  be  made  liberal  to  en- 
courage  cable  «iterprise.  I  have  in  mind,  for  example,  the  reci- 
procity principles  laid  down  by  President  Grant  in  his  message  to 
Congress  in  1875,  reading  as  follows: 

"The  right  to  control  the  conditions  for  the  laying  of  a 
cable  within  the  jurisdictional  waters  of  the  United  States, 
to  connect  our  shores  with  those  of  any  foreign  state,  per- 
tains exclusively  to  the  Government  of  the  United  States, 
under  such  limitations  and  conditions  as  Congress  may  im- 
pose. In  the  absoice  of  l^slation  by  Congress,  I  was  un- 
willing»  on  p»  me  hand,  to  yield  to  a  foreign  state  the  right 
to  say  that  its  grantees  might  land  on  our  shores  while  it  de- 
nied a  similar  right  to  our  people  to  land  on  its  shores ;  and, 
on  the  other  hand,  I  was  reluctant  to  deny  to  the  great  inter- 
ests of  the  world  and  of  civilization  the  facilities  of  such 
communication  as  were  proposed.  I  therefore  withheld  any 
resistance  to  the  landing  of  the  cable,  on  condition  that  the 
offensive  monopoly  future  of  the  concession  be  abandoned, 
and  that  the  right  of  any  cable  whidi  may  be  e^aUished  by 
authority  of  this  Government  to  land  upon  French  territory 
and  to  connect  with  French  land  lines,  and  enjoy  all  the 
necessary  facilities  or  privileges  incident  to  the  use  thereof 
upon  as  favorable  terms  as  any  other  company,  be  conceded. 
As  the  result  thereof  the  company  in  question  renounces  the 
exclusive  privilege,  and  the  representative  of  France  was  in- 
formed that,  understanding  this  relinquishment  to  be  con- 
strued as  granting  the  entire  reciprocity  and  equal  facilities 
which  had  been  demanded,  the  opposition  to  the  landing  of 

the  cable  was  withdrawn. 

♦       ♦       ♦  ♦ 

"As  these  cable-telegraph  lines  connect  separate  states, 
there  are  questions  as  to  their  organizations  and  control  which 
probably  can  be  best,  if  not  solely,  settled  by  conventions 
between  the  respective  States.  In  the  absence,  however,  of 
international  amventions  on  the  subject,  mtmicipal  l^sla- 
tion  may  secure  many  points  which  appear  to  me  important, 
if  not  indispensable,  for  the  protection  of  the  public  against 
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the  extortions  which  may  result  from  a  monopoly  of  the 
right  of  operating  cable-telegrs^h  Unes,  or  from  a  combina- 
Hon  between  sevearal  lines : 

"i.  No  line  should  be  allowed  to  land  on  the  shores  of 
the  United  States  under  the  concession  from  another  power 
which  does  not  admit  the  right  of  any  other  line  or  lines, 
formed  in  the  United  States,  to  land  and  freely  connect  with 
and  operate  through  its  land  lines. 

"2.  No  line  should  be  allowed  to  land  on  the  shores  of 
the  United  States  which  is  not  by  treaty-stipulation  with  the 
Government  from  whose  shores  it  proceeds,  or  by  prohibi- 
tion in  its  diarter,  or  otlierwise  to  the  satisfaction  of  this 
Government,  prohibited  from  consolidating  or  amalgamating 
with  any  other  cable-telegraph  line,  or  comlmiing  therewith 
for  the  purpose  of  regulating  and  maintaining  the  cost  of 
telegraphing. 

"3.   All  lines  should  be  bound  to  give  precedence  in  tiic 

transmission  of  the  official  messages  of  the  Government  of 
the  two  countries  between  which  it  may  be  laid. 

"4.  A  power  should  be  reserved  to  the  two  govemmeirts, 
either  conjointly,  or  to  each,  as  r^rds  the  messages  dis- 
patched from  its  shores,  to  fix  a  limit  to  the  charges  to  be 
demanded  for  the  transmission  of  messages." 

As  to  the  landii^j  rights  in  the  United  States,  I  agree  that  there 
should  be  some  legislation  to  clarify  this  situation,  and  to  vest 
the  authority  to  impose  landing  conditions  in  some  department  of 
the  Govemmeiit.  Your  bill  proposes  to  place  tiiis  authority  in 
the  hands  of  the  Secretary  of  State,  and  I  believe  that  he  would 
be  the  proper  official  of  the  Government  to  deal  with  such  per- 
mits, because  it  not  only  involves  permits  to  American  companies 
to  land  in  America,  but  permits  to  foreign  companies  to  land 
here,  and  also  permits  to  be  obtained  in  foreign  countries,  and 
the  State  Department  is  the  only  department  properly  equipped  to 
deal  with  these  international  questions. 

There  is  anothor  important  point  requiring  consideration, 
namely,  the  substitution  of  some  fixed  period  in  the  pernut,  in 
place  of  the  present  power  of  revocation.  As  the  permits  are 
issued  now,  the  President  has  the  right  to  revoke  a  permit  at  any 
time  or  for  any  reason  he  may  decide.  I  do  not  assume  lhat  Ae 
President  would  ever  exercise  such  rights  without  good  cause, 
but  at  the  same  time  I  think  it  must  be  admitted  that  there  is  a 
large  element  of  risk  in  accepting  landing  permits  containing  such 
arbitrary  powers.  I  am  quite  willing  to  admit  the  propriety  of  a 
stipulation  giving  the  Goverament  the  right  of  revocation  for  any 
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violation  of  the  conditions  imposed,  but  I  do  not  think  the  powers 
of  revocation  should  be  as  broad  as  those  contained  in  the  present 
form  of  permit.  Cables  are  not  like  portable  machinery,  whidi 
can  be  shifted  about  from  place  to  place  without  more  damage 
than  ordinary  expense,  but  once  they  are  laid  in  a  certain  posi- 
tion and  perhaps  millions  of  dollars  have  been  invested  on  the 
security  of  receiving  a  landing  permit  it  might  very  well  be  im- 
possible to  remove  or  divert  the  cables  if  the  Government  decided 
to  revoke  the  landing  permit.  The  present  practice  imposes  a  risk 
whidi  I  do  not  think  private  companies  should  be  required  to 
accept.  Once  the  conditions  are  agreed  upon  with  the  Govern- 
Toent  they  should  stand  for  a  definite  period,  unless  there  is  a  de- 
liberate violation  of  them,  or  national  interests  in  time  of  war 
make  revocation  or  suspension  justifiable.  In  England  landing 
permits  have  always  been  issued  for  a  ^>ecified  period.  The  or^;- 
inal  permits  to  this  company  in  England  were  issued  for  thirty- 
one  years,  and  naturally  gave  the  company  a  feeling  of  security. 
The  presoit  permits  are  issued  for  five  years  and  we  feel  that 
this  period  is  entirely  too  short  and  should  be  extended.  We  hope 
that  as  a  result  of  the  general  discussion  of  encouraging  the  de- 
vel<q>ment  of  cable  communications,  it  will  be  possible  to  prevail 
upon  England  the  desirability  of  making  her  landing  permits  run 
for  IfMiger  periods  than  five  years,  if  for  no  other  reason  than  the 
security  of  investment  and  consequent  encouragement  of  new 
cable  extensions. 

Another  objectitm  we  have  to  the  present  proposed  form  of 
landing  licenses  issued  by  Great  Britain,  is  the  right  to  control 
our  rates.  This,  as  stated  previously,  is  a  new  departure.  We  have 
no  objection  to  a  stipulation  prc^biting  any  mcrease  in  the  rates 
without  governmental  consent,  but  in  considering  a  proposition  to 
give  the  British  Government  control  over  our  rates  we  are  not 
unmindful  of  (he  fact  that  the  British  Government  is  now  engaged 
in  competing  with  us  in  the  transatlantic  cable  business  and  that 
England  by  her  proposed  control  of  rates  could  discriminate 
i^iain^  tiiese  American  owned  caUes  to  the  advantage  of  her  gov- 
ernment owned  cables.  The  British  Government  is  not  concerned 
with  profits  which,  of  course,  must  always  be  an  important  factor 
in  private  oiterprise,  and  consequoitly  th^  may  reduce  thdr  rates 
to  a  profitless  minimum.  If  we  are  compelled  to  follow  by  any 
control  they  might  exmast,  it  might  be  a  very  serious  matter  iot 
the  American  cable  companies  and  it  would  certainly  have  a  very 
deterring  e£^ect  upon  new  investment  in  cable  extensions.  I  might 
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say  that  for  years  prior  to  the  war  the  British  Pacific  Government 
cable  showed  annual  deficits,  as  follows : 


March  3ist  1903  to  March  1904   IsSJiSo 

T«o6                1907.   54,9230.0 

{gS    63,362.0.0 

w   60.887- 

xgm              19M>   59.58800 

;|S        1911   48.210.0.0 

S.I       ^912   40.499.°.° 

I0I2                   1913   32.209.0.0 

2x1              1914   19.950.ao 


Exclusive  and  Preferential  Rights 
Now  as  to  monopolies,  my  company  is  in  hearty  sympathy  with 
any  program  to  discourage  the  issuance  of  any  exclusive  or  ptef- 
er^tial  rights.  Our  policy  has  always  been  -^^^^P^^^f 
and  strongly  in  favor  of  competition,  as  we  ^J^^V^^r^  ^^^V* 
is  only  under  the  inspiration  of  competition  that  the  b«t  restate 
can  be  obtained.  The  question,  however,  as  to  whether  the  United 
States  Government  should  adopt  a  rigid  poUcy  against  compames 
which  have  monopolies,  or  exclusive  rights,  or  link  up  with  com- 
panies having  such  exclusive  rights,  is  one  which  requires  very 
cTreful  consideration.    My  judgment  would  be  that  each  case 
nmst  be  decided  on  its  merits,  and  all  circumstances  placed  in  the 
balance.  I  beUeve  that  any  company  which  desires  to  land  cables 
in  the  United  States,  or  on  American  territory,  which  1^  exclus- 
ive or  preferential  rights  of  its  own,  should  be  required  to  waive 
such  rights,  but  where  it  is  found  necessary  to  Unk  up  with  com- 
panies having  exclusive  rights,  in  order  to  reach  territory  which 
«>uld  not  otherwise  be  joined  up  with  the  United  States,  due  con- 
sideration should  be  given  to  the  particular  facts  m  each  case. 
For  example,  you  are  doubtless  aware  of  the  history  of  the  laying 
of  our  transpacific  cable.  Unless  we  had  received  the  co-opcration 
of  foreign  companies  the  Pacific  cable  could  not  have  been  laia 
when  it  was,  and  it  is  doubtful  whether  it  would  have  been  laid  1J> 
to  Ae  present  time.    The  benefits  to  the  Government  and  the 
public  of  the  transpacific  caWe  speak  for  themselves.  Prior  to  the 
time  it  was  laid  messages  sent  by  the  lines  of  the  Eastern  Com- 
panies to  China,  the  Philippines  and  Japan  had  to  transit  through 
fifteen  or  sixteen  fortagn  caMe  stations,  namely,  Canso,  Nova 
Scotia;  Waterville,  Ireland;  London,  Porthcumo,  Gibraltar, 
Malta,  Alexandria,  Suez,  Aden,  Bombay,  Madras,  Penang,  Singa- 
pore, Labuan  and  Hong  Kong  for  China  and  the  PhiUf^iiies.  and 
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from  Hong  Kong  to  Nagasaki  via  Shanghai  for  Japan.  After  the 
Pacific  cable  was  laid  messages  transited  through  three  American 
stations  to  the  Philippines  and  Japan  (namely,  Honolulu,  Midway, 
Guam),  and  four  American  stations  to  China  (namely,  Honolulu, 
Midway,  Guam  and  Manila),  and  the  rate  from  San  Francisco  to 
China  vm  reduced  from  $1.72  per  word  via  the  Atlantic,  to  $1.10 
per  word  via  the  Commercial  PacifU;  to  the  Philippines  from  $2-^7 
to  $1.00  per  word;  and  to  Japan  from  $1.88  to  $1.21  per  word. 
Further  reductions  were  made  in  these  as  follows : 

To  Philippines   80c.  from  September  i,  1919 

To  China   88c.     ^    ^  ^ 

To  Japan.   96c.         October  i,  1919 

The  officers  and  directors  of  the  company,  witii  one  exception, 
are  Americans.  All  are  residents  of  the  United  States,  and  the 
operations  of  the  company  are  all  directed  from  New  York.  The 
staff,  except  in  China,  where  Chinamen  are  employed,  are  Amer- 
icans, or  have  signified  their  intention  to  become  Americans  as 
soon  as  they  can  do  so  under  the  Naturalization  Laws.  The  cable 
transits  all  American  territory  except  where  it  kmds  in  Shanghai 
and  the  Bonin  Islands  (Japan).  We  are  subject  to  American 
laws  and  regulations ;  and,  as  tiie  United  States  Government  can 
buy  the  cable  at  any  time  at  an  appraised  value  under  our  landing 
rights,  every  possible  protection  surrounds  the  company  against 
any  attempt  at  foreign  influence  or  contrcd. 

Cable  Landings  at  the  Azores 
At  your  recent  hearings  some  reference  was  made  to  the  ex- 
clusive privileges  at  the  Azores.  The  representative  of  this  com- 
pany fully  explained  to' you  the  situation  there.  There  are  no 
exclusive  rights  at  the  Azores  which  would  prevent  an  American 
company  from  obtaining  rights  to  land.  The  situation,  as  I  under- 
stand it,  is  simply  that  the  Portuguese  Government  takes  the  po- 
sition that  all  landing  rights  at  the  Azores  shall  be  made  to  the 
British  company,  which  was  the  pioneer  company  at  the  Azores, 
and  that  the  British  company  may  in  turn  assign  its  rights  to  any 
American  or  any  other  company.  The  question  of  obtaining  land- 
ing rights  there  must  therefore  simply  be  one  of  negotiation  be- 
tween the  United  States  Government  and  the  Portuguese  Gov- 
ernment, and  as  the  Azores  is  the  natural  gateway  to  southern 
Europe,  we  trust  that  the  United  States  Government  will  succeed 
in  inducing  the  Portuguese  Government  to  grant  landing  rights 
direct  to  American  companies,  so  that  the  latter  will  have  an  inde- 
pendent status  at  Uie  Azores. 
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German  Cables  in  the  Atlantic 
You  have  referred  to  the  former  German  cables,  seized  by 
England  and  France  during  the  war.  We  are  very  largely  inter- 
ested in  this  question  by  reason  of  our  actual  investment  in  the 
cables  and  contract  relations  with  the  German  Cable  Company. 
The  two  German  Atlantic  cables  were  laid  in  1900  and  1904  9XiA 
ran  from  Emden,  Germany,  to  the  Azores  (1,960  miles),  and 
thence  to  New  York  (2,357  miles)  where  they  were  brought  into 
our  cable  station  and  operated  by  The  Commercial  Cable  Com- 
pany under  a  contract  dated  August  3,  1899.  That  contract  has 
still  twenty  years  to  run  and  it  was  not  only  valuable  to  us  for  its 
financial  benefits,  but  these  two  cables,  operated  with  the  greatest 
efficiency,  were  great  assets  to  American  trade  with  Germany  and 
North  Europe,  as  is  evidenced  by  the  fact  that  32  per  cent  of  our 
total  cable  traffic  was  transacted  between  the  United  States  and 
Germany.  The  history  of  the  seizure  of  these  cables  by  England 
and  France  during  the  war  is  already  fully  known  to  you  and  to 
the  Government   The  sections  of  these  cables  between  Emden 
and  the  Azores  were  cut  originally  in  the  English  Channel  inmie- 
diately  following  the  declaration  of  war  between  Germany  and 
England  on  August  4th,  1914.  In  March,  1917,  they  were  cut  at 
points  648  and  610  miles,  respectively,  from  New  York,  and  one 
of  them  was  diverted  by  the  British  Government  into  Halifax, 
Nova  Scotia,  and  since  July  ist,  1917,  has  been  used  by  the  British 
Government  as  part  of  its  Imperial  telegraph  and  cable  system. 
The  French  Government  did  not  remove  the  other  German  cable 
from  our  shores,  but  in  August,  1917,  the  French  Cable  Company 
communicated  to  us  a  request  from  the  French  Government  to 
turn  this  cable  over  to  the  French  Cable  Company  in  New  York. 
We  naturally  questioned  the  purpose  of  this  request  and  it  was 
not  pursued.  We  did,  however,  lodge  a  protest  against  this  pro- 
posed seizure  with  the  Department  of  State  on  August  9th,  191 7. 
In  November,  1917,  the  French  cablcslup  "Jciamec"  arrived  at 
New  York,  and  cut  both  of  the  German  cables  approximately  five 
miles  from  their  landing  place  at  Far  Rockaway,  New  York,  and 
diverted  one  end  into  the  French  company's  landing  place  at 
Coney  Island.    What  became  of  the  other  end,  namely,  the  end 
which  was  part  of  the  648  miles  of  cable  cut  out  of  circuit  by  the 
diversion  of  the  cable  by  the  British  into  Halifax,  we  do  not  know. 
In  the  meantime  the  French  Cable  Company  applied  for,  and  re- 
cdved  a  permit  from  the  United  States  Government,  to  land  a 
cable  in  the  United  States,  ostensibly  for  Ibt  purpose  of  coo- 
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necting  with  the  German  cable  seized  by  the  French  Government. 
It  was  only  necessary  for  the  Fraodi  comjMuiy  to  lay  a  short 
lei^h  of  cable  from  the  Frendi  Cable  Company's  landing  place 
at  Coney  Island  to  the  point  where  their  cablesbip  cut  the  Ger- 
num  cable  off  Far  Rodcaway  and  estaUish  connection.  I  would 
like  to  call  attention  to  the  fact  that  this  German  cable  seized  by 
the  French  Government  was  taken  from  our  terminal  station  at 
Far  Rockaway,  New  York,  to  the  French  Cable  Company's  ter- 
minal station  at  Coney  Island,  New  York,  before  that  company 
had  the  necessary  equipment  to  operate  it,  and  it  remained  idle 
for  over  twelve  months  during  the  war.  In  fact  it  was  not  put 
into  operation  by  the  French  Cable  Company  until  March,  1919 
(four  months  after  the  war),  and  even  now  it  is  not  aUe  to  oper- 
ate it  with  the  same  efficiency  with  which  it  was  operated  by  The 
Commercial  Cable  Company  prior  to  the  war.  As  the  question 
of  the  final  allocation  of  these  German  cables  in  accordance  with 
the  provisions  of  the  Peace  Treaty  is  in  the  hands  of  a  specially 
appointed  committee,  and  as  we  have  furnished  that  committee 
with  all  the  data  and  facts  concerning  our  interests,  I  will  not 
trouble  you  with  any  unnecessary  detail,  except  to  say  that  we 
bdieve  the  most  equitaUe  settlement  of  this  question  would  be 
the  restoration  of  the  status  before  the  war.  To  do  this  would 
automatically  restore  a  very  valuable  asset  to  this  country,  viz.: 
direct  conununication  between  the  United  States  aiui  Northern 
and  Central  Europe ;  it  would  remove  the  political  jealousies  which 
are  bound  to  arise  from  the  fact  that  one  government  obtains 
greater  advantages  than  another,  e^edally  at  ^  e3q)ense  of  a 
friendly  ally. 

I  am  advised  that  under  international  law  there  is  grave  doul^ 
as  to  the  legality  of  seizing  enemy  cables  during  war,  but  I  sub- 
mit that  there  must  be  some  differentiation  made  between  the  legal- 
ity of  seizing  enemy  cables  connecting  an  enoEay  country  (Ger- 
many) with  neutral  territory  (the  Azores)  and  seiring  enemy 
cables  which  only  connect  neutral  or  allied  nations,  namely,  the 
United  States  and  the  Azores.  I  understand  there  is  no  rule  of 
international  law  or  practice  of  nations  allowing  belligerents  to 
appropriate  the  property  in  cables,  even  though  they  have  been 
cut  and  diverted  in  the  cotu^  of  military  operations. 

There  may  be  a  division  of  opinion  as  to  whether  enemy  cables 
between  neutral  and  bdligerent  territory  may  be  cut  on  the  high 
seas,  but  as  to  enemy-owned  cables  between  two  neutrals  or  allies, 
such  as  between  Portugal  (the  Azores)  and  the  United  States, 
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as  mentibned  above,  there  could  have  been  no  necessity  of  war 
justifying  the  cutting  and  diversion  of  either  of  these  cables,  as 
they  were  not  susceptible  of  use  by  Germany  for  the  conduct  of 
war.    I  think  it  is  very  important  to  emphasize  that  the  posses- 
sion of  the  sections  of  cable  between  the  Azores  and  New  York 
was  in  no  sense  necessary  to  either  England  or  France,  either  in 
prosecuting  the  war  or  in  preventing  Germany  from  using  them. 
If  England  and  France  should  try  to  justify  the  seizure  of  these 
German  cables  between  the  Azores  and  the  United  States  on  the 
ground  that  they  were  important  as  lines  of  communication  in 
prosecuting  the  war,  the  answer  is,  that  they  could  have  been  put 
to  much  more  efficient  and  immediate  use  by  leaving  them  where 
they  were,  instead  of  disturbing  them  and  causing  them  to  remain 
idle  for  many  months  as  a  result  thereof.    The  United  States 
was  a  belligerent  and  an  American  company  was  in  the  position 
of  being  able  to  operate  the  New  York-Azores  sections  imme- 
diately, because  it  had  the  necessary  apparatus  and  equipment  to 
do  so. 

You  are  doubtless  acquainted  with  such  authorities  as  exist, 
dealing  with  the  application  of  international  law  to  the  cutting 
of  cables  as  a  war  measure,  but  I  quote  for  easy  reference  the 
following : 

"Professor  Oppenheim  of  the  University  of  London  in  his 

work  on  International  Law  ( 1906)  states  (Vol.  II,  para.  214, 
p.  224)  that  the  Institute  of  International  L^w  at  the  meeting 
at  Brussels  in  1902,  adopted  the  following  five  rules  which 
he  gives  in  French,  and  which  translated  are  as  follows : 

"Interf  er^ce  with  Submarine  Telegraph  Cables. 

"i.  A  submarine  cable  connecting  two  neutral  territories 
is  inviolable. 

"2.  A  cable  connecting  the  territories  of  two  belligerents 
or  two  points  of  the  territory  of  one  of  the  belligerents  may 
be  cut  anywhere,  except  in  territorial  sea  and  in  neutral  wa- 
ters dq)endent  on  a  neutral  territory. 

"3.  A  cable  connecting  a  neutral  territory  with  a  terri- 
tory of  one  of  the  belligerents  cannot,  under  any  circum- 
stances, be  cut  in  the  territorial  sea  or  in  the  neutral  waters 
dependent  on  a  neutral  territory.  On  high  seas  such  cable 
cannot  be  cut  unless  there  be  an  effective  blockade  and  within 
the  limits  of  the  line  of  blockade,  except  the  cable  be  restored 
in  the  least  possible  delay.  The  cable  may,  however,  be  cut 
on  territory  and  in  the  territorial  sea  dependent  on  an  enemy's 
territory  up  to  a  distance  of  three  nautical  miks  from  low 
water  mark. 

"4.    It  is  understood  that  the  freedom  of  a  neutral  Govern- 
ment to  transmit  its  messages  does  not  carry  the  right  to  use 
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it  or  permit  it  to  be  used  manifestiy  to  lend  aid  to  one  of  the 
belligerents. 

"5.    Concerning  the  application  of  the  preceding  rules,  no 
difTerence  is  to  be  drawn  between  Government  <»bles  and 
cables  privately  owned,  or  between  cables  belonging  to  an 
enemy  and  those  of  neutral  ownership." 
Article  i  is  very  positive  that  a  submarine  cable  connecting 
neutral  territories  is  inviolable. 
The  United  States  Naval  War  Code,  article  5,  lays  down  the 

following  rules: 

"i.  Submarine  tel^raphic  cables  between  points  in  the 
territory  of  an  enemy  or  between  the  territory  of  the  United 
States  and  that  of  an  enemy  are  subject  to  such  treatment 
as  the  necessities  of  war  may  require. 

"2.  Submarine  telegraphic  cables  between  the  territory 
of  an  enemy  and  neutral  territory  may  be  interrupted  within 
the  territorial  jurisdiction  of  the  enemy. 

**3.  Submarine  telegraphic  cables  between  two  neutral  ter- 
ritories shall  be  held  inviolable  and  free  from  interruption." 

Paragraph  3  is  a  confirmation  of  Article  i  of  the  above  Rule 
adopted  by  the  Institute  of  International  Law,  and  clearly  shows 
what  attitude  the  United  States  would  have  taken  in  a  similar  sit- 
uation to  that  which  England  and  France  were  in  when  they  seized 

tiie  two  German  cables. 

I  would  emphasize  the  fact  that  both  cables  were  cut  between 
60Q  and  700  miles  from  New  York,  indicating  that  they  were  not 
cut  for  the  purpose  of  interrupting  conmranication  under  the 
necessity  of  war,  but  for  their  subsequent  diversion  and  appro- 
priation. The  actual  diversion  of  the  cables  took  place  in  July 
19 1 7,  by  the  British,  and  November,  1917,  by  die  French,  after 
the  United  States  had  entered  the  war.  It  is  therefore  fair  to  say 
that  neither  England  nor  France  can  justify  the  seizure  of  these 
two  German  cables  between  the  Azores  and  North  America  as  a 
war  necessity,  because  both  the  United  States  and  Portugal  (the 
Azores),  were  allied  with  England  and  France,  in  the  vigorous 
prosecution  of  the  war. 

I  cannot  urge  too  strongly  the  importance  of  the  United  States 
Govmunent  insisting  on  the  restoration  of  these  cables  to  service 
between  the  United  States  and  Germany.  Neither  of  these  cables 
touched  British  or  French  territory,  and  there  is  no  justification 
for  their  diversion.  In  making  this  statement,  I  beg  to  assure 
you  that  I  am  not  governed  by  selfish  motives,  or  that  I  harbor 
in  the  slightest  degree  a  feeling  of  antagonism  against  our  Allies, 
anxwg  whom  it  has  been  my  good  fortune  to  make  associations. 
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both  personal  and  business  of  many  years  standing,  and  my  ad- 
miration for  the  indomitable  stand  by  England  and  France  in  the 
successful  prosecution  of  the  most  tustoric  of  wars  has  been  pro- 
found. It  is  one  of  the  most  remarkable  situations  whidi  have 
developed  out  of  the  war  that  we  should  thus  be  deprived  of  this 
commercial  intercourse  with  Germany  and  «aitral  and  northern 
Europe,  and  speaking  as  an  American  and  in  the  interests  of 
American  trade,  I  repeat  that  there  is  no  situation  in  the  whole 
field  of  cable  communications  or  in  fact  in  the  ccmsideration  of 
the  resumption  of  our  trade  relations  with  Germany  which  de- 
mands more  urgent  and  forceful  attention.  When  I  tell  you  that 
in  the  year  19 13,  826,000  nwssages  passed  over  these  two  cables 
between  the  United  States  and  Germany  you  will  realize  what  it 
means  to  American  trade  and  commerce  to  be  summarily  deprived 
of  these  cables.  Our  Allies  should  be  given  to  understand  that 
in  all  justice  and  equity  these  cables  must  be  restored. 

German-Dutch  Cables  in  Pacific 
I  would  also  Uke  to  refer  briefly  to  the  situation  in  the  Pacific 
respecting  the  cables  sazcd  by  Japan  between  Guam,  Yap  and 
Shanghai  (2,340  miles  laid  in  1905).  As  you  are  aware,  the 
Deutsch-Niederlandiscfae  Telegraphengesellschaft,  a  company 
formed  in  Germany,  but  largely  supported  by  Dutch  capital  and 
subsidized  by  the  German  and  Dutch  Governments,  owned  cables 
running  from  Guam  to  Yap,  there  diverging,  one  line  gwng  south 
to  the  Dutch  Indies,  and  the  other  going  north  to  Shanghai.  We 
operated  the  Guam  end  of  that  cable  under  a  contract  with  the 
German-Dutdi  company.  All  messages  for  the  Dutch  Indies  wert 
sent  via  Yap  under  normal  conditions,  and  during  interruptions  of 
our  cable  between  Guam  and  Manila,  which  cut  off  all  communi- 
cation with  the  Philippines  and  China  by  our  route,  we  diverted 
traffic  via  Yap  to  Shanghai  over  this  German-Dutch  system. 
Hence,  the^  cables  were  very  important  in  maintaining  uninter- 
rupted communication  with  China  and  the  Philippines,  and  the 
seizure  of  Yap  by  the  Japanese,  and  the  diversion  of  the  cable 
into  one  of  the  Japanese  islands,  dq>rives  us  of  this  alternative 
route.  There  was  only  one  other  alternative  route  to  China,  and 
that  was  via  Japan.  If  Japan  continues  to  retain  the  Yap-Shanghai 
cable,  it  will  mean  that  all  traffic  destined  to  China  and  the  Philip- 
pines during  interruptions  of  our  Guam-Manila  cable  will  have  to 
transit  Japan,  and  the  volume  of  traffic  to  the  Philippines  would 
not  justify  the  laying  of  such  a  cable  which  would  be  practically 
idle  most  of  the  time. 
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The  same  arguments  as  to  the  interference  with  American  cable 
communications  apply  here  as  to  Ae  seiaite  of  the  German- 
Atlantic  cables.  No  part  of  these  cables  m  the  Pacific  touchea 
Japanese  soil,  but  one  end  touched  American  territory  (Guam) 
and  yet  the  Japanese  have  seized  this  German  Pacific  c^e  ^stem 
to  Oie  detriment  of  American  trade  with  China  and  ^  Phihp- 
pines,  and  advantage  to  tiicir  own.  I  here  also  strongly  subnet 
that  the  United  States  in  consideration  of  its  co-operation  m  the 
war  should  not  be  affected  by  being  deprived  of  an  important  alter- 
native means  of  communication  with  China  and  its  Far  Eastern 
possessions,  the  Philippine  Islands,  whidi  it  enjoyed  before  the 
waf. 

Comparison  of  Control  of  Communications  in  Eurote 
From  time  to  time  I  have  heard  intimations  of  the  importance 
of  establishing  means  of  communication  from  America  with  va- 
rious countries  thnn^out  the  world,  free  from  the  dommation 
of  foreign  control.  As  one  who  is  intensely  interested  m  thede- 
vdopment  of  American  commerce  with  all  parts  of  Ae  world 
without  prejudice  or  favor,  I  would  warmly  welcome  and  sup- 
port any  concrete  proposition  to  make  American  cable  commum- 
cation  free  from  the  control  of  foreign  governments,  but  ttie 
problem  we  are  dealing  witii  is  a  practical  one,  and  must  not  be 
allowed  to  be  overshadowed  by  prejudice  or  idealistic  ambitions. 

In  Great  Britain  we  are  allowed  to  freely  open  offices;  the 
British  Goveraoient  leases  us  wires  at  reasonable  rentals  to  enable 
us  to  connect  up  our  offices  in  various  cities  with  our  terminal 
stations.    Messages  passing  over  our  lines  to  places  where  we 
have  our  own  <rf&«8  are  absdutdy  under  our  sole  control  from 
origin  to  destination,  and  were  never  scrutinized  by  any  depart- 
ment  of  die  British  Government  until  the  war,  when  censorship 
required  us  to  pass  aU  messages  to  tiie  autiiorities  for  inspection 
before  being  sent.  This  practice  of  censorship  in  war  times,  how- 
ever, is  world-wide  and  was  practised  in  this  country  during  the 
late  war,  and  is  not  a  justifiable  basts  of  complaint  Since  censor- 
ship ceased,  the  British  Government  have  required  us  to  turn  over 
aU  messages  ten  days  after  they  have  been  sent  or  received.  This 
is  a  right  whidi  they  daim  under  die  landing  licaises  tiiey  issue 
to  all  cable  companies.  What  their  purpose  is  I  am  unable  to  say, 
but  I  would  point  out  that  in  every  other  foreign  country,  because 
of  their  control  of  tiie  inknd  tdegraphs,  aU  messages  from  Amer- 
ica or  elsewhere  have  always  of  necessity  been  turned  over  to  tiie 
Government  tdegraph  administrations  for  f urtiier  transmission 
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and  in  tfiis  way  those  countries  have  always  been  able  to  control 
the  transmission  of  the  messages.  I  would  welcome  any  plan  of 

treaty  or  otherwise  which  would  make  inviolate  the  cable  messages 
passing  from  one  country  to  another  in  peace  times.  That  it  is 
desirable  for  America  to  have  as  nany  independent  lines  of  com- 
munication as  possible,  I  freely  admit  and  endorse,  but  here  again 
we  arc  face  to  face  with  a  very  practical  problem.  The  geographic 
sittmtion  of  the  United  States,  combined  with  the  electrical  limita- 
tions in  the  transmitting  capacity  of  long  submarine  cables,  makes 
it  impossible  to  lay  cables  direct  to  any  part  of  Europe  without 
touching  at  some  intermediate  point  for  relay  purposes.  Theirc  is 
one  direct  cable  now,  namely,  the  French  company's  cable  from 
Cape  Cod,  Mass.,  to  Brest,  France  (3,i73  miles),  but  it  has  never 
been  able  to  compete  in  point  of  speed  or  capacity  with  the  cables 
via  Canada  or  Newfoundland.  There  are  only  three  intermediate 
places  in  the  Atlantic  where  relay  stations  can  be  established, 
namely,  Nova  Scotia,  Newfoundland  and  the  Azores.  Both  Nova 
Scotia  and  Newfoundland  are  under  British  control.  The  Azores 
is  Portuguese.  From  the  Azores,  cables  could  be  Uud  to  Italy,  to 
Portugal,  Spain,  France,  Belgium,  Holland,  Germany  and  prob- 
ably Denmark.  As  a  matter  of  improved  service,  I  readily  admit 
the  desirability  of  establishing  the  mc^t  direct  cable  service,  but 
as  a  matter  of  freedom  from  control,  I  cannot- admit  that  there 
would  be  any  greater  advantage  in  traversing  Portuguese  terri- 
tory or  any  other  foreign  territory  than  British  territory,  and  I 
say  this  without  any  disparagement  to  any  nation. 

Recognition  of  Route  Indications  and  International 

Telegraph  Convention 

Another  important  question  which  has  been  brought  to  the  atten- 
tion of  your  committee  is  the  desire  to  have  the  American  land- 
line  companies  recognize  the  of  tiie  public  to  direct  thdr 
messages  intended  for  cable  or  wireless  transmission  by  any  route 
they  may  desire.  At  first  glance  this  would  appear  to  be  a  funda- 
mentally proper  principle,  and  if  we  were  engaged  solely  in  the 
transmission  of  messages  over  landlines  we  would  naturally  offer 
no  opposition  to  the  prc^sal,  but  we  have  a  large  amount  of 
capital  invested  in  cables,  and  our  land  telegraph  system  forms 
an  integral  part  of  the  combined  telegraph  and  cable  system,  and 
to  require  our  landline  system  to  recognize  rottte  indications  would 
in  effect  mean  placing  our  landline  system  at  the  di^sosal  of  comr 
petitors  to  take  business  from  our  own  Hues.  We,  of  course,  re- 
altxe  that  our  landline  system,  being  a  public  utility»  should  not 
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deny  the  pubUc  the  right  to  utilize  any  available  facihty  for  dis- 
patching messages  by  competing  cable  or  wireless  systems,  but  1 
hanUy  think  it  is  fair  to  argue  that  the  landline  compames  shoidd 
be  required  to  provide  these  fadhties  for  the  exdiange  of  traflSc 
with  competing  cable  or  wireless  systems  on  the  same  conditions 
as  those  provided  for  their  own  cable  systems.  We  are  not  placing 
ourselves  in  the  attitude  of  depriving  the  publk  of  the  right  to 
use  our  landlines.  or  communicating  over  a  competing  cable  or 
wireless  system,  but  we  respectfully  contend  that  it  would  be  most 
unreasonable  to  give  these  competing  services  the  full  benefit  of 
our  landline  f  adUties  without  some  special  consideration.  I  would 
like  to  state  here  that  we  have  always  taken  a  Uberal  view  on  this 
question,  having  in  mind  the  fact  that  we  are  primarily  in  business 
to  serve  the  public,  but  I  bdieve  it  will  be  agreed  that  we  are  en- 
titled to  some  measure  of  protection  against  the  po^Wlity  of 
competition  by  systems,  which  are  indifferent  to  finandal  results, 
such  as,  for  example,  the  British  Imperial  Government  cable. 

This  question  of  recognizing  routes  is  involved  in  the  questions 
of  having  the  United  States  and  the  American  cable  companies  ad- 
here to  the  International  Tdegraph  Convention  which  you  are 
doubtless  aware  is  a  convention  agreed  to  by  practically  all  of  the 
foreign  powers  who  have  thdr  own  government  tdegraph  systems. 
It  is  a  question  which  has  come  up  in  connection  with  the  Com- 
munications Conference  recently  hdd  in  Washington,  and  concern- 
ing which  the  American  cable  companies  were  invited  to  state 
thdr  views.  I  think  it  would  be  interesting  to  your  committee  if 
I  repeated  our  general  views  on  this  question,  and  therefore  quote, 
for  your  information,  the  foUowing  extract  from  a  letter  we  ad- 
dressed to  Honorable  Norman  Davis,  Chairman  of  the  American 
Ddegation  to  the  Communications  Conference,  dated  November 
15, 1920: 

"We  would  have  no  fundamental  objection  to  adherii^  to 
the  International  Tdegraph  Convention  covering  service  reg- 
ulations if  it  were  possible  to  protect  oursdves  against  any 
unreasonable  regulations,  present  and  future.  We  have  al- 
ways complied  with  practically  all  of  the  regulations  of  the 
International  Convention  and  our  prindpal  reason  for  not 
wishing  to  formally  adhere  to  it  is  because  we  see  no  advan- 
tage dther  to  us  or  to  the  public  in  doing  so.  On  the  con- 
trary there  might  be  a  distinct  disadvantage  in  doing  so  by 
bdng  obliged  to  comply  with  regulations  which  are  burden- 
some. We  wouid  point  out  that  we  are  now  facing  the  com- 
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pettHon  of  two  government  cable  systems  across  the  Atlantic, 

namely,  the  British  Government  and  French  Government. 
We  do  not  wish  to  be  mistaken  as  opposing  the  Internatioiial 
Convetitioti  in  so  far  as  its  regulations  are  designed  to  main- 
tain a  uniform  method  of  dealing  with  international  traffic, 
but  to  compel  us  to  be  strictly  bound  by  rules  and  regulatioiis 
which  are  created  more  in  the  interests  of  the  European  gov- 
ernment owned  telegraph  systems,  will  not  only  destroy  the 
enterprise  of  a»i^petitive  service  but  reduce  the  private  com- 
panies to  the  conditions  of  government  ownership. 

"We  have  had  considerable  experience  in  dealing  with  the 
European  Governments,  and  we  believe  that  their  anxiety  to 
have  us  become  adherents  to  the  International  Convention  is 
not  so  much  to  conq»ly  with  oot  or  two  rules  which  we  now 
object  to,  but  to  enable  them  to  compel  us  to  comply  with 
such  regulations  as  they  may  see  fit  to  impose  from  time  to 
time  to  favor  their  own  interests,  whether  or  not  those  regu- 
lations affect  the  interests  of  the  American  cable  companies. 
We  are  not  invited  to  accept  the  Convention  and  become  equal 
partners.  We  are  invited  to  agne  to  submit  ourselves  to  the 
rules  and  regulations  attached  to  the  Convention.  These  rules 
and  regulations,  as  shown  by  Article  13  of  the  Telegraph  Con- 
vention, may  be  modified  and  new  regulations  created  at  any 
periodical  conference  of  delegates  from  the  signatory  powers 
without  our  having  any  voice  or  vote  in  ^  matter. 

"We  also  quote  for  your  information  Article  10  of  the 
plan  of  Proceedings  at  the  International  Conference: 

"*No  amendment  is  adopted  unless  there  is  an  absolute 
majority  of  the  votes  cast.' 

"As  stated  above,  we  have  every  desire  to  woric  in  harmony 

with  rules  established  for  the  purpose  of  facilitating  inter- 
national tel^raphic  conununication  and  have  in  fact  always 
done  so,  but  we  take  it  timt  the  policy  of  the  United  States  is 
to  encourage  unrestricted  competitive  enterprise  and  we 
strongly  urge  that  the  United  States  and  the  public  will  best 
be  served  by  relying  on  the  continuance  of  competitive  enter- 
prise than  to  curb  the  actions  of  the  cable  companies  by  com- 
pelling them  to  cmnply  with  rules  which  have  been  or  may  be 
created  more  for  the  purpose  of  protecting  European  Govern- 
ment telegraph  systems.  The  private  Atlantic  cable  companies 
have  be«a  in  <q>afation  for  over  fifty  years  and  to  oat  knowl- 
edge have  never  oflfended  by  their  refusal  to  adhere  to  the 
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Convention.  In  all  essentiab  for  the  conduct  of  a  telegraph 
or  cable  business  we  have  complied  strictly  with  the  provisions 
of  the  Convention  except  those  relating  to  charges  for  the 
performance  of  our  own  service,  the  transmission  of  time  of 
filing,  the  making  of  multiple  copies  of  the  same  tdegram  and 
the  compulsory  transfer  of  messages  from  our  own  lines  to 
the  lines  of  ixmpdtmg  services  known  as  the  recognition  of 
vias. 

"We  collect  and  transfer  to  the  signatories  the  charges 
prescribed  by  the  Convention. 

"We  know  the  transmission  of  the  time  of  filing  to  be  a 
waste  of  cable  space  in  connection  with  a  large  percoitage 
of  messages.  We  contend  that  when  the  time  of  filing  is  nec- 
essary to  the  transaction  referred  to  in  the  message  it  should 
be  included  in  the  message  by  the  sender  as  a  part  of  his 
message. 

"The  making  of  multiple  copies  would  have  the  effect  of 

turning  the  telegraph  office  into  a  copying  bureau  for  all  kinds 
of  syndicates  for  the  distribution  of  matter  which  should 
properly  be  done  by  the  agent  of  the  sender.  It  would  in 
effect  compel  us  to  become  the  agent  of  any  person  or  con- 
cern without  our  tonsent.  Government  owned  systems  can 
undertake  to  do  this  because,  as  declared  in  the  Ccmvention 
(Article  3)  they  accept  no  responsibility  on  account  of  the 
service  of  international  telegraphy. 

"The  recognition  of  the  routing  prescribed  by  the  sender 
would  compel  private  enterprise  to  place  the  use  of  their  prop- 
erty at  the  service  of  rompeting  concerns  on  the  same  terms 
as  they  are  employed  for  our  own  business  purposes. 

"Our  agredng  to  the  Convention  would  be  of  no  value 
unless  at  the  same  time  radical  legislation  were  passed  giving 
the  Government  far  greater  control  than  it  now  possesses; 
tills  would  result  first  in  harassing  interference  with  the  ope- 
rations of  the  private  companies  and  possibly  later  dther  driv- 
ing the  companies  from  the  field  or  discouraging  new  enter- 
prise. 

m         *         *  * 

"The  United  States  is  not  in  the  position  of  any  of  the 
signatory  powers  who  compose  the  authoritative  body  of  the 
Telegraph  Union.  It  does  not  control  the  telegraph  systems 
of  this  country,  except  in  so  far  as  they  are  subject  to  the  law 
dmrts  and  Commerce  Cooamissiotis.  It  could  only  join  the 
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Tel^fraph  Union  as  an  equal  partner  if  it  were  in  a  position 
to  ei^dse  equal  powers  over  its  td^^i^  systems  as  ioffoga 
powers  owning  and  operating  telegraph  lines  can  exercise 
over  theirs.  To  give  it  such  powers  would  be  to  make  the 
American  cable  and  telegraph  systems  synonymous  with  Gov- 
ernment Ownership.  We  do  not  believe  that  this  is  what  is 
desired  by  the  American  public  and  feel  certain  that  it  would 
be  a  handicap  to  private  companies  built  up  under  the  present 
system  of  unrestricted  con]^tition  and  take  away  all  incentive 
to  fresh  private  enterprise.  The  telegraphs  of  Europe  have 
been  under  the  domination  of  the  International  Telegraph 
Convention  since  and  we  believe  it  will  be  agreed  that 
no  one  in  America  with  experience  of  Europe  has  found  any- 
thing there  in  the  telegraph  service  to  make  him  d^ire  sun- 
ilar  institutions  over  here. 

"Your  Committee  suggested  that  if  the  United  States  joined 
the  Telegraph  Union  the  comfMuiies  could  possiMy  be  pro- 
tected by  the  fact  that  unanimous  consent  to  proposed 
changes  is  required  of  all  parties  to  the  Convention  which 
would  include  the  American  Government.  This  does  not  pro- 
tect the  private  companies  against  the  creation  or  alteration 
of  regulations  objectionable  to  the  Companies  as  the  rules 
and  n^uk^ons  which  deal  with  everything  affecting  the 
telegraph  service,  including  the  use  of  the  properties  and  the 
rates,  can  be  changed  or  added  to  at  any  of  the  periodical 
confereiu:es  of  the  del^ates  of  the  sigimtory  powers.  As 
shown  by  Article  13  of  the  Convention  the  regulations  may 
be  modified  by  mutual  agreement  between  the  Contracting 
States  and  under  Article  10  of  the  plan  of  Proceedings  quoted 
above,  amendments  are  made  by  majority  vote.  The  United 
States  would  have  one  vote.  Luxembourg  has  one  vote. 

"Some  of  the  Governments  have  utterly  ignored  certain 
obligations  under  the  International  Convention  Rules  when  it 
suited  their  purpose  to  do  so,  but  being  govemmaats  there 
was  no  compelling  force  to  require  them  to  act  otherwise. 
For  example,  for  years  Germany  declined  to  recognize  route 
indications,  because  it  suited  her  interests  not  to  do  so. 
France  at  the  present  moment  is  ignoring  her  obligations 
under  the  Convention  to  pay  traffic  balances  on  a  gold  franc 
basis  and  is  insisting  tq>on  paying  us  and  the  otfier  cable 
companies  on  the  depreciated  franc  basis.  I  wish  to  em- 
phatically bring  this  point  to  your  attention  that  the  Convcn- 
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tion  and  its  Rules  are  only  carried  out  by  the  foreign  govern- 
ments to  whatever  extent  it  suits  their  puq>ose. 
*       *       *       *       *       ♦       ♦       ♦       *  * 

"Finally,  we  would  say  that  we  can  see  no  advantage  to 
the  United  States  becoming  lavdved  in  the  operations  of 
an  International  Telegraph  Union  and  the  only  result  wfaidi 
we  ca"  foresee  would  be  the  sacrifice  of  the  freedom  of  action 
of  the  American  cable  companies.  There  is  no  suuilarity 
between  this  proposal  of  becoming  a  party  to  the  Interna- 
tional Telegraph  Convention  and  the  International  Postal 
Union.  The  Postal  service  is  universally  government  owned, 
but  the  telegraph  service  is  not  universally  government  owned 
and  the  United  States  Government  has  nothing  to  secure 
from  the  European  Government  telegraph  systems  in  ex- 
change for  the  freedom  of  action  of  its  private  telegraph 
systems. 

"We  understand  from  your  Committee  that  we  arc  now 
threatened  with  a  refusal  of  the  renewal  of  our  privileges  by 
an  alliance  between  Great  Britain,  France,  Italy  and  Japan, 
unless  we  consent  to  permit  these  Governments  to  control 
our  rates,  and  agree  to  adhere  to  the  International  Conven- 
tion. This  is  so  absdutdy  omtrary  to  any  spirit  of  justice 
or  equity  that  we  do  not  bdieve  the  American  Government 
will  permit  us  to  be  so  treated.  Increased  f  aciUties  are  needed 
to  provide  for  the  devdofunent  of  trade.  How  is  it  ex- 
pected that  any  private  enterprise  will  invest  capital  in  a 
project  whose  earning  powers  are  subject  to  the  will  of  a 
government,  especially  if  such  government  is  engaged  in  com- 
petition with  this  private  enterprise?  It  is  needless  for  us  to 
point  out  tibat  sudi  a  govemmoit  comp^tor  has  no  concern 
about  the  financial  results  of  its  own  enterprise  and  is  in  a 
position  to  further  affect  private  enterprise  by  collecting  from 
it  in  taxes  a  share  of  the  sums  needed  to  make  up  its  own 
deficits.'' 

Dissemination  of  Aicbbican  News 

As  to  the  dissemination  of  American  news,  I  do  not  think  I  can 
add  anything  of  value  to  what  has  already  been  said  before  your 
Committee.  I  unhe^tatingly  admit  the  in^ortance  to  American 
trade  and  political  interests  of  the  wide  distribution  of  unadulter- 
ated American  news.  The  fact  that  some  of  the  foreign  govem- 
ments  have  subsidized  mws  i^endes  and  «ibddized  cables  un- 
doubtedly give  them  an  advantage  over  the  unsubsidized  Amer- 
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ican  press  associations,  but  it  seems  to  me  that  the  only  practical 
way  in  which  this  can  be  met  is  to  utilize  the  American  Govern- 
ment radio  systems  for  the  distrilmtion  of  American  news  and 
trade  rqxxrts. 

Increased  Cable  FAauTiEs 
In  conclusion  I  would  like  to  say  that  the  great  volume  of  busi- 
ness which  came  to  the  cable  companies  during  the  war  and  which 
has  more  or  less  continued  as  an  aftermath  of  the  war,  but  is 
now  showing  signs  of  diminishing,  has  caused  a  fluny  of  demands 
for  increased  cable  facilities.  I  wish  to  assure  you,  sir,  that  my 
Company  is  fully  alive  to  the  importance  of  providing  ample 
facilities,  and  its  past  policy  has  been  to  furnish  facilities  in  ad- 
vance of  requirements.  Before  the  war  this  Company  had  made 
all  arrangements  for  laying  another  trans-atlantic  cable  from  New 
York  via  the  Azores,  either  to  France  or  England.  Its  preference 
wouW  have  been  to  lay  it  to  France,  to  provide  additional  com- 
munication with  the  Continent,  but  as  the  conditions  which  France 
imposed  are  not  as  hberal  as  those  under  which  we  could  lay  and 
woric  our  cable  in  England,  we  had  about  come  to  the  conclusion 
to  lay  it  to  the  latter  country.   We  had  obtained  landing  permits 
at  the  Azores  through  the  Europe  and  Azores  Company ;  we  had 
prepared  contracts  and  specifications  and  obtained  bids  from  the 
contractors  and  were  on  the  point  of  concluding  arrangements 
when  war  intervened.   This  made  it  impossible  to  complete  the 
laying  of  the  new  cable  to  the  Azores  within  the  time  stipulated  in 
the  Concession,  and  it  became  necessary  to  negotiate  a  new  con- 
cession. This  we  did,  and  endeavored,  with  the  assistance  of  the 
State  Department,  to  obtain  a  concession  direct  to  this  Company, 
but  thus  far  the  Portuguese  Government  has  not  definitely  acted 
on  our  application.  Since  the  war  the  cost  of  cables  and  laying 
them  has  increased  about  250  per  cent,  and  labor  conditions  are 
still  abnormal   Prior  to  the  war  the  volume  of  traffic,  and  the 
various  classes  of  cheap  services,  resulted  in  revenues  considerably 
less  than  they  have  been  during  the  war,  and  it  is  my  belief  that 
long  submarine  cables  could  not  be  laid  across  the  Atlantic  at 
present  prices  and  pay  their  way  under  normal  traffic  conditions. 
However  we  fully  intend  to  actively  increase  our  facihties  both 
in  the  Atlantic  and  Pacific  as  soon  as  conditions  at  all  warrant  it. 
As  regards  the  latter  the  Commercial  Pacific  Cable  has  given  its 
assurance  that  it  will  lay  another  cable  as  soon  as  it  shall  have 
recdved  a  de&iite  and  satisfactory  reply  from  the  Japanese  Gov- 
ernment to  its  offer. 
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